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IBRD Loan to Israel 


The World Bank on September 9 made a loan 
equivalent to $27.5 million to Israel to help build 
and equip a sheltered deep-water port on the Medi- 
terranean Sea at Ashdod. When construction is finished 
in 1965, the new port will be able to handle 900,000 
tons of general cargo a year. This will enable Israel 
to close down lighterage ports at Tel Aviv and Jaffa, 
will relieve congestion at Haifa, and will provide the 
facilities needed to handle efficiently Israel's rapidly 
growing foreign trade. 

The new port of Ashdod will be able to handle 
twice as much traffic as Tel Aviv/Jaffa, without con- 
gestion or delay and at lower cost for cargo and ships. 
The site, some 18 miles south of Tel Aviv, is in a 
relatively open area well suited to development, and 
will be linked by road and rail to the productive areas 
now served by Tel Aviv and Jaffa. 


Inter-American Development Bank 


Mexico, with a payment of slightly less than $10 
million, is the eleventh of the 20 nations which signed 
the articles of agreement of the Inter-American De- 
velopment Bank (IDB) to pay its initial installment of 
the IDB’s subscribed capital of $1 billion. Argentina, 
Brazil, Colombia, Costa Rica, Ecuador, Guatemala, 
Honduras, Nicaragua, the United States, and Vene- 
zuela have also made their first payments. The IDB 
is scheduled to begin operations on October 1, when 
it will officially begin accepting applications for long- 
term credit. 

Source: The Journal of Commerce, New York, N. Y., 
September 13, 1960. 


Europe 


Price of Gold in London 

The dollar price of gold reached a new high of 
$35.20 a fine ounce in the London bullion market on 
September 7. Persistent demand continued with a 
shortage of supplies, accentuated by a cessation of Rus- 
sian sales which has been forcing the dollar price up by 
Y% or | cent daily since August 22. In addition to an 
increased switching of dollars into gold by continental 
central banks, demand has been augmented by holders 
of deutsche mark and Swiss francs converting into gold 
(see this News Survey, Vol. XII, p. 487). Demand for 
gold has also come from the Middle and Far East. 


The total cost of the project is estimated at the 
equivalent of $54.7 million. The Bank loan of $27.5 
million will cover all the foreign exchange requirements 
and part of the local currency costs; the remainder will 
be met by the Government of Israel. 


The loan is for a term of 25 years and bears interest 
at the rate of 5% per cent per annum, including the 
| per cent commission which is allocated to the Bank’s 
Special Reserve. Amortization will begin in August 
1965. Israel will make arrangements to set aside from 
its port revenues sufficient funds to cover service of 
the loan. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
September 9, 1960. 


The Times points out that, while it is difficult to pre- 
dict the market trend, the attractiveness of London 
gold diminishes as the dollar price moves closer to 
$35.25, since gold can be shipped to Europe at this 
level from the United States after adding insurance 
and freight to the Federal Reserve's selling price of 
$35.08% , which includes % per cent commission. 

Source: The Times, London, England, September 8, 

1960. 


Demand in the United Kingdom 

Industrial production in the United Kingdom con- 
tinued to rise in the first quarter of 1960 and there- 
after tended to level out (see this News Survey, 
Vol. XII, p. 487). Figures of engineering output are 
broadly consistent with this general pattern. The 
Economist comments that few would have expected 
that total demand would have leveled off as early as 
the production index now suggests. Retail sales, allow- 
ing for seasonal influences, appear to have been level 
since April. There has been some reduction in sales of 
most consumer durables and this implies an offsetting 
increase in other consumer expenditures; total retail 
stocks have continued to rise. Expenditure on private 
fixed investment seems to be continuing to rise; the 
index of orders on hand in engineering, which represent 
capital goods to some extent, continued to rise up to 
the end of June. In some industries, such as motor- 
cars, a sag in exports has so far cut waiting lists and 
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increased the stocks held by domestic dealers. In sum- 
mary, the Economist suggests that the current down- 
ward influences in demand are probably due to some 
slowing down in stock building, the declining trend 
in exports, and possibly some dip in public investment. 
On the other hand, it points out that consumers’ in- 
comes should be rising at a rate sufficient to sustain 
some increase in consumers’ expenditure, perhaps not 
on consumer durables but on other items. It suggests 
that private fixed investment and public consumption 
could still be rising. 

Source: The Economist, London, England, Septem- 

ber 3, 1960. 


Investment Expenditure in the United Kingdom 

Estimates made by the Board of Trade, based on a 
sample of companies questioned during the summer, 
indicate that fixed capital expenditure by private in- 
dustry and business in 1960 will be about 20 per cent 
greater than in 1959; at the beginning of 1960, the 
estimate had been 16 per cent. In the manufacturing 
industry the increase is estimated at 25 per cent and 
upward revisions to earlier forecasts have been made 
by companies in the iron and steel, motor vehicles, 
paper and printing, and rubber industries. Companies 
in the distributive and service industries expect to 
spend about 16 per cent more on capital expenditure 
than in 1959; this is slightly below the earlier estimate. 

The same companies have also given estimates of 
their expected capital expenditure in 1961; these 
figures must necessarily be regarded as provisional. 
Manufacturing industry expects to spend about 20 per 
cent more in 1961 than in 1960; most of this increase 
is contributed by the steel, motor, paper, and chemical 
industries. The distributive and service industries ex- 
pect to spend about as much in 1961 as in 1960. 
Source: The Financial Times, London, England, Sep- 

tember 8, 1960. 


Norwegian-Danish Steel Cooperation 

Under an agreement between the state-owned Nor- 
wegian steel works, A/S Norsk Jernverk, and Det 
Danske Staalvalsevark, the only steel works and rolling 
mill in Denmark, the latter has undertaken to process 
ingot slabs from Norsk Jernverk to heavy plates, mainly 


ship plates. The agreement provides for the rolling 
of up to 40,000 tons annually, and deliveries of slabs 
will start in the second half of 1961. Norsk Jernverk 
plans to sell the plates mainly on the Norwegian market. 

Norsk Jernverk has an expansion scheme under way 
which will increase steel output capacity considerably. 
It has, however, no rolling mill for heavy plates, and 
the building of one has proved too expensive for the 
time being. The Danish firm has surplus rolling ca- 
pacity at a recently completed rolling mill. 

In about a year, Jernverk will have completed the 


building of a new cold rolling mill in Bergen, with an 

annual output capacity of between 70,000 and 90,000 

tons of thin plate. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, September 8, 1960. 


Hire Purchase in Norway 


Hire-purchase loans by banks and other credit insti- 
tutions in Norway totaled NKr 384 million at the end 
of June, an increase of NKr 65 million in the second 
quarter of the year. In the same period last year the 
increase was NKr 25 million. 

Loans on cars and motorcycles accounted for 
NKr 200 million, furniture for NKr 26 million, other 
consumer goods for NKr 58 million, and capital equip- 
ment for production for NKr 100 million. The increase 
in the second quarter this year was mainly concentrated 
on loans on cars and motorcycles, which rose by 
NKr 35 million, and on loans for capital equipment, 
which rose by NKr 20 million. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, September 9, 1960. 


Balance of Payments of Finland 

In the second quarter of this year, definite signs 
began to indicate that the boom in Finland might 
have developed more rapidly than could be maintained. 
These indications were clearest in the foreign trade 
sector, with a sharp increase in the volume of imports. 
There was also a satisfactory increase in exports, the 
result of strong foreign demand, but this was not 
enough to keep pace with the increase in imports. As 
the import boom has been superimposed on the normal 
seasonal tendency toward trade deficit, it is not sur- 
prising that for the first time since 1957 there has 
been a sizable decline of foreign exchange reserves. 
Between the end of December 1959 and July 1960, the 
net reserves of the Bank of Finland decreased by 
Fmk 9.3 billion (US$29 million), whereas in the first 
seven months of 1959, there was an increase of 
Fmk 8.4 billion. 

The total foreign reserves of the Finnish banking 
system have declined less than the net reserves of the 
Bank of Finland. This is due to the fact that during 
1960 the other banks have increased their holdings of 
foreign exchange. The net decline of external assets 
for the country as a whole was about Fmk 4 billion 
($12.5 million). A drain of reserves of this magni- 
tude does not yet reflect the change that has been tak- 
ing place in recent months in Finland’s balance of pay- 
ments on current account. Indeed, a decline in reserves 
during this period of the year is a normal seasonal 
phenomenon, which in 1958 and 1959 was concealed 
by extraordiaary factors. 

The half-year figures for Finland’s balance on mer- 
chandise account indicate a marked deterioration from 
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1959 to 1960. In January-June 1959, the value of 
imports was Fmk 122.1 billion, while the correspond- 
ing figure this year was Fmk 166.6 billion ($520 
million), or 36 per cent higher. Exports increased 
from Fmk 114.7 billion to Fmk 131.9 billion ($412 
million) between the same two periods. The seasonal 
excess of imports in the first six months of the year 
thus increased from Fmk 7.4 billion in 1959 to 
Fmk 34.7 billion ($108 million) in 1960. 

While the invisible items in Finland’s balance of 
payments regularly show a considerable surplus, there 
is little reason to believe that increased net earnings 
on invisibles would offset much of the trade balance 
deterioration. During the first half of 1960 the deficit 
on current account was of the order of Fmk 26 billion, 
compared with a deficit of Fmk 2.5 billion during the 
same period of 1959. 

Some of the increased imports have been financed 
by long-term loans. In 1959, Finland received an 
unusually large amount of foreign credit, including a 
$37 million loan from the International Bank for Re- 
construction and Development and a DM 50 million 
loan from the Federal Republic of Germany. Very 
little was drawn on these loans during 1959, but dur- 
ing the current year their utilization has speeded up 
as the projects have advanced. In the first half of 
1960, some Fmk 9.2 billion was drawn from various 
long-term foreign exchange loans, compared with 
Fmk 12.2 billion in the whole of 1959. However, with- 
drawals of new loans exceeded repayments of old loans 
by only slightly over Fmk | billion during the first six 
months of 1960. 

it thus appears that there was again a sizable inflow 
of foreign short-term capital into Finland during the 
first half of 1960. Although statistics are fragmentary, 
it is known that export advances on Finnish round wood 
and sawn wood exports amounted during the first half 
of the year to some Fmk 5 billion more than during 
the corresponding period of 1959, and considerably 
larger prepayments were received for future exports 
by the metal and engineering industry. Short-term 
import credits may also have been used in larger vol- 
ume to finance the extremely heavy imports of the 
second quarter of the year. These movements of short- 
term capital would tend to slow down the seasonal 
growth of foreign exchange reserves normally expected 
during the second half of the year. 

Source: Bank of Finland, Monthly Bulletin, Helsiaki, 
Finland, August 1960. 


Finnish Imports of Electric Power from the U.S.5.R. 

The Finnish Government has issued a license for 
imports of electric power from the U.S.S.R. for a 
period of ten years starting at the beginning of 1961. 
An agreement between the Russian exporter and the 
Finnish importer will later be signed stipulating that a 


maximum quantity of 200 million kilowatt hours a 
year should be transferred to Finland. According to 
this agreement, a Russian company will construct the 
transfer lines to the Finnish border. On the Finnish 
side the construction work, which is expected to be 
finished by the end of the year, will be undertaken by 
a Finnish company. The Finnish importer will pay 
200,000 rubles a month for a reserved quantity of 
225,000 kilowatts, and 1.57 kopecks for every kilo- 
watt hour utilized. 

Source: Hufvudstadsbladet, Helsinki, Finland, Septem- 

ber 9, 1960. 


German Federal Budget 

On September 2, 1960, the German federal budget 
for the fiscal year 1961 (which for the first time coin- 
cides ‘with ‘the ‘calendar year) ‘was transmitted by‘ the 
Federal Government to Parliament for further action. 
Ordinary revenue is estimated at DM 42.7 billion, or 
DM 2.3 billion higher than in the current fiscal year. 
Tax revenue has been estimated at DM 38.7 billion; 
in drawing up the tax revenue estimate, a further in- 
crease of 6 per cent in the gross national product has 
been anticipated. Extraordinary revenue, i.e., receipts 
from bond issues, is estimated at DM 2.1 billion. Total 
revenue thus will reach DM 44.8 billion. 

Total expenditure is also estimated at DM 44.8 
billion, or DM 2.9 billion more than in the preceding 
fiscal year. Of the total increase, DM 1.5 billion is 
for existing legal responsibilities, mainly for social 
purposes, road construction, restitution, financing of 
adjustment measures as a result of the coal crisis, 
and higher salaries in the civil service. Furthermore, 
in agreement with existing treaties, it has been neces- 
sary to increase expenditure for defense purposes by 
DM 1.7 billion, while expenditure for science and re- 
search, for other related cultural purposes, and for 
agriculture has also been increased. These increases 
can be financed only by securing expenditure cuts in 
other parts of the budget. 

Total expenditure in the 1961 budget for war vic- 
tims will amount to DM 4.3 billion; DM 4.3 billion 
will be spent on federal subsidies to the Pension In- 
surance Fund, and DM 1.6 billion on subsidies for the 
Pension Fund of the Coal Miners. In the transporta- 
tion budget an expenditure of DM 3.6 billion is 
budgeted, of which DM 2.1 billion will be for road 
construction. Total payments to agriculture will reach 
DM 2.8 billion, of which DM 1.6 billion will be for 
expenditure in connection with the “Green Plan.” 
Source: Bulletin des Presse- und Informationsamtes 

der Bundesregierung, Bonn, Germany, Sep- 
tember 3, 1960. 


Loan of the German Federal Railways 


The federal loan syndicate in Germany, with Mr. 
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Karl Blessing, President of the Deutsche Bundesbank, 
as chairman, decided on September 6 to issue a loan 
of the German Federal Railways of DM 310 million 
with interest at 642 per cent. The maturity of the loan 
is 12 years and the issue price 97. It was announced 
that the loan will be offered for public subscription by 
the federal loan syndicate from September 20 to Oc- 
tober 5, 1960. 
Source: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, Septem- 
ber 7, 1960. 


Trade Between Western and Eastern Germany 

According to the Federal Statistics Office, total trade 
between Western and Eastern Germany, which 
amounted to DM 959 million in the first half of 1959, 
was DM 1,029 million in the first half of 1960. Im- 
ports into Western Germany from Eastern Germany 
increased by DM 164 million, to DM 573 million, but 
exports from Western Germany to Eastern Germany 
declined by DM 95 million, to DM 455 million. 
Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, August 8, 1960. 


Middle East 
Annual Report of the National Bank of Libya 


Recent developments in the Libyan economy are 
surveyed in the National Bank of Libya’s Fourth An- 
nual Report for the year ended March 31, 1960. The 
rapid expansion of the economy, based mostly on the 
foreign sector, has resulted in an increase in national 
income at current prices from £L 15 million in 1950 
to about £L 56 million in 1959 and £L 60 million 
forecast for 1960. Since there has also been a con- 
siderable rise in prices, the growth in real income has 
This rate of expansion, however, 


Source 


been much slower. 
has been sufficiently large to permit a steady rise in 
real per capita income despite net population growth 
at the rate of 1.5 per cent per annum. The Report em- 
phasizes that this growth in income has been based 
entirely on the external sector, not matched by any 
growth in the internal sector, and that there is a widen- 
ing imbalance between the external and domestic sec- 
tors of the economy. This has been manifested in a 
widening trade gap, which in 1959 produced a trade 
deficit exceeding £L 20 million. To deal with this pre- 
carious situation and to reverse the trend in the direc- 
tion of rapid and balanced economic growth, it would 
be necessary to initiate well-conceived and coordinated 
development programs in all segments of the economy. 
In the short run, however, the main problem is to 
counteract the inflationary pressures generated by in- 
creased expenditure by the Government and by for- 
eigners in Libya. 

During the year, some important oil strikes were 


made in Cyrenaica and Tripolitania. A reorganization 
of development agencies and a reduction in the rate of 
development expenditure made it possible to increase 
government cash balances by about £L 3 million dur- 
ing 1959, and this had an important disinflationary 
impact. But despite this rapid increase in government 
deposits and in time and savings deposits, the money 
supply increased by about 30 per cent during the 13 
months ended January 31, 1960. This monetary ex- 
pansion has been attributed to the increase in bank 
credit. The increase in foreign assets was, however, 
the main factor. The Report recommends that the 
National Bank be given greater powers to control bank 
credit. In its own commercial banking operations, the 
National Bank reported some increase in credit ad- 
vanced to the private sector; its total share in total 
private credit remains very small. 

Several measures have been adopted by the National 
Bank in the past year with a view to liberalizing ex- 
change controls. The use of blocked funds by non- 
residents, mainly Italian nationals, has been liberalized 
considerably, and the annual quota of £L 300,000 
allowed to all Italians has been increased. Travel al- 
lowances for education have also been increased. A 
greater degree of coordination has been established 
between the customs authorities and the National Bank 
to ensure repatriation of export proceeds. 

Source: National Bank of Libya, Fourth Annual Re- 
port of the Board of Directors, Year Ended 
March 31, 1960, Tripoli, Libya, May 30, 1960. 


Export-Import Bank Loan to Israel 
The Export-import Bank of Washington has agreed 

to participate with the Boeing Aircraft Company of 

Seattle in financing the sale of two 707 commercial 

jet airliners to El Al Israel Airlines. The loan is for 

$8.9 million, and repayment is scheduled over a seven- 

year period. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., September 9, 
1960. 


Far East 


Reserve Bank of India’s Report on Currency and Finance 

The Report on Currency and Finance for the fiscal 
year 1959-60 (April 1-March 31), published by the 
Reserve Bank of India on August 16, 1960, reviews 
trends and developments in the Indian economy during 
the year against the background of economic and mone- 
tary developments abroad. 

According to the Report, the economic situation in 
India presented a mixed picture of progress and stress 
during 1959-60, the penultimate year of the Second 
Five Year Plan. The outstanding feature was a marked 
recovery in the rate of growth of industrial output, 
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which had slowed down in the previous two years. 
The improvement in the balance of payments position, 
noticed since the end of 1958, was sustained during 
1959-60, aided by the continuing import curbs, large- 
scale foreign aid, and somewhat better export per- 
formance. Over-all investment in the economy seems 
to have risen moderately during the year. Agricultural 
production, which in the 1958-59 season had touched 
a record level, is estimated to show some reduction in 
the year under review, mainly in commercial crops and 
partly in foodgrains. The somewhat disquieting aspect 
of the situation was the further rise in the general price 
level, in spite of two successive good crop years and a 
substantial rise in the rate of industrial production, a 
situation which indicated the low margins on which 
the economy has been operating. In this context, the 
year was characterized by growing pressure for salary 
and wage increases, which were met in part by the 
Government and industry. The year was also marked 
by rather significant expansionary trends in the mone- 
tary sphere, with a marked rise in both money supply 
with the public and bank credit. The continuing high 
degree of liquidity in the economy was reflected in 
what seemed to be a somewhat unhealthy boom in the 
stock and capital markets. It was apparent that, of 
late, monetary factors—the effect of which accumu- 
lates over a period—have contributed in some measure 
to an increase in aggregate demand and thereby to the 
pressure on prices. All this underlined the imperative 
need for the maximum mobilization of noninflationary 
sources of finance on the one hand and economy in 
expenditure in the public as well as the private sector 
on the other and, to that end, a further reinforcement 
of fiscal and monetary discipline so as to secure a 
sustained rate of economic growth consistent with sta- 
bility. 

The year 1959-60 was characterized by a marked 
stepping up of the rate of monetary expansion, both 
money supply and bank credit. Although this re- 
flected to an important extent the increased tempo of 
industrial output and higher economic activity in gen- 
eral, the rate of expansion appears in part to have been 
unhealthy. Consequently, toward the close of the year, 
the Reserve Bank applied a series of credit restraint 
measures. The expansion of money supply was almost 
twice as large as in 1958-59 and that of bank credit 
was also more than double. As in the preceding three 
years, the growth of deposits and bank investments in 
government securities continued to be markedly in- 
fluenced by the counterpart funds arising from imports 
under U.S. Public Law 480. Aggregate net deposits, 
even excluding P.L. 480 funds, rose at a faster rate 
than in 1958-59. The feature of the deposit trends 
this year was the sizable expansion in demand de- 
posits in contrast to the small decline in 1958-59. 


The upswing in time deposits, however, continued 
apace, the rise in this item being larger than in the 
previous year. The expansion in bank holdings of gov- 
ernment securities was considerably smaller than last 
year on account of the much larger expansion of bank 
credit than in 1958-59 and the larger increase in cash 
reserves. 

During the year, the Reserve Bank announced further 
credit measures, including for the first time the im- 
position of variable reserve requirements to reinforce 
the selective controls already in operation. The Bank 
continued to operate the existing selective controls in 
respect of foodgrains, sugar, and groundnuts, with 
suitable modifications, and in December 1959 also 
brought within the purview of these controls all other 
oilseeds (except cottonseed). On March 11, 1960, in 
order to meet the situation arising from the marked 
expansion in money supply and bank credit and its 
impact on the general price level, the Bank announced 
a series of further credit restraint measures which com- 
prised (1) the impounding with the Reserve Bank, in 
the form of additional deposits, of 25 per cent of any 
additions to the demand and time liabilities of sched- 
uled banks, after March 11, 1960, over and above the 
deposits hitherto required, i.e., 5 per cent of demand 
liabilities and 2 per cent of time liabilities; (2) the 
imposition of a minimum margin of 50 per cent in 
respect of advances by scheduled banks against shares 
other than preference shares; (3) a ban on direct 
financing of budla (carry-over) transactions by sched- 
uled banks through purchase of shares in their name 
for the current settlement and sale for the next settle- 
ment; and (4) fixing a ceiling on “clean” advances 
(loans without security) of scheduled banks. These 
measures were further reinforced when the Bank raised 
the quantum of additional deposits which scheduled 
banks are required to maintain with the Bank from 
25 per cent to 50 per cent, effective May 6, 1960. 
The Bank’s open market operations also continued 
to be employed during the year to siphon off excess 
purchasing power. 

Source: Reserve Bank of India, /ndian News Digest, 
Bombay, India, August 16, 1960. 


China (Taiwan) Resumes Cement Exports 

Exports of cement from China (Taiwan), banned 
by the Government for nearly four months, has been 
resumed. Cement shortages resulting from increased 
domestic demand, largely for the reconstruction pro- 
gram necessitated by the floods of last year, caused the 


Government to prohibit exports last April. By the 
end of July, however, a more than sufficient domestic 
supply was available as a result of the export ban, 
the arrival of imports, the completion of postflood re- 
construction projects, and the inauguration of the new 
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Asia Cement Company plant, of 150,000 metric tons 
annual capacity, which began operations in July. The 
new unit of the Chia Hsin Cement Corporation, of 
the same capacity, is expected to begin production 
soon. It is hoped that exports for this year will ex- 
ceed 100,000 metric tons. Exports in 1959 totaled 
115,300 metric tons. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 5, 
1960. 


Indonesia's New Exchange System and Customs Tariffs 


Effective August 29, 1960, several changes were in- 
troduced in Indonesia’s exchange system and customs 
levies. The basic official exchange rate has been main- 
tained at Rp 45 per U.S. dollar. The former 20 per 
cent exchange tax (PUEK) on incoming-exchange re- 
ceipts and exchange surcharges (PUIM) of 25, 50, 
100, 150, and 200 per cent applying to various cate- 
gories of imports have been abolished. Imports have 
been reclassified in two new classes instead of six as 
before. One class includes three subcategories of “es- 
sential” import goods, including rice, payments for 
which are made at the official rate, or at the official 
rate plus a new type of exchange surcharge (known 
as “Komponen Harga” or “Price Component”) of 25 
per cent or 60 per cent. For the second class of 
imports, comprising “less essential” goods, a new 
special exchange rate has been established, fixed initi- 
ally by the Bank Indonesia at Rp 200 per U.S. dollar. 
A new transfer tax of 100 per cent is levied on certain 
invisible and capital payments. Orderly cross rates 
are to be maintained. 


At the same time, Indonesia’s customs tariffs have 
been revised. A new uniform 10 per cent customs duty 
is now applicable to all exports. Former customs duties 
and all other charges on imports have been replaced 
by new customs duties of 20 per cent or 30 per cent 
on certain imports, while other permitted imports will 
be duty free. The new customs duties are levied on 
the rupiah value of the imports at the official exchange 
rate, rather than, as before, on the basis of the rupiah 
value of imports inclusive of exchange surcharges. 


Sources: Government Orders, Nos. 31/1960, 32/1960, 
33/1960, and 34/1960, August 24, 1960, 
and related regulations issued by the Minis- 
try of Finance and the Bank Indonesia, 
Djakarta, Indonesia. 


Monetary Reform in Indonesia 

According to a study published in Ekonomi dan 
Keuangan Indonesia, the currency purge imposed in 
Indonesia in August 1959 whereby the value of bank- 
notes of denominations of Rp 500 and Rp 1,000 was 
cut by 90 per cent (see this News Survey, Vol. XII, 
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p. 79) was, in the circumstances of the Indonesian 
economy, the kind of tight money measure that was 
most likely to institute a period of reasonable financial 
stability. The simultaneous freezing of 90 per cent of 
bank deposits in excess of Rp 25,000 was not, how- 
ever, intended as primarily a money-reducing measure. 
It was intended rather that investment should be fi- 
nanced “by this consolidated capital in line with the 
government policy of directed economy within the 
framework of universal national development.” Presi- 
dent Soekarno stated that by this means the necessary 
capital to start guided and planned enterprises would 
be centralized in the hands of the Government. These 
measures were, however, to be regarded as a pre- 
liminary action, with subsequent developments depend- 
ing on the success of other parts of the Government's 
program. 

The upward movement of prices was in fact checked 
for some time after the monetary purge. Prices began 
to rise again in October, but in general were still lower 
at the end of the year than they had been before the 
purge. There was, however, less success in making 
the public finance measures effective, which were in- 
tended to limit the inflationary effects of the chronic 
Indonesian budget deficit. The staff of the Indonesian 
Tax Service is inadequate to administer the revised tax 
laws, and the administrative techniques for collecting 
taxes are also such that investigations of income tax 
liabilities sometimes take up to five years. Subsequent 
movements of the price level are certain to be intimately 
linked to the degree of success in achieving reasonable 
balance in the budget. 

Source: Ekonomi dan Keuangan Indonesia, Djakarta, 
Indonesia, January-February 1960. 


Latin America 


Economic Trends in Costa Rica 

According to the Annual Report of the Central 
Bank of Costa Rica, Costa Rica has suffered since 
1956 from a fundamental disequilibrium in its public 
finances, with a sustained growth in the demands on 
the Government's financial resources which has been 
greater than the rise in fiscal revenues. The effects of 
this disequilibrium again became pronounced at the 
end of 1959, when essential extrabudgetary expendi- 
tures had to be faced at a time when ordinary fiscal 
revenues were stagnant. As a result, for the first time 
in several years the Government resorted to the bank- 
ing system. 

In 1959 government revenues, excluding receipts 
from the sale of 15 million colones of government 
bonds to the banks, were nearly 20 million colones be- 
low the amount originally budgeted. This was due 
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mainly to a reduction in tax receipts from the banana 
company, arising chiefly from a fall in banana prices. 

The Central Bank attributes part of this basic weak- 
ness to efforts to promote economic growth without 
specific plans for its financing, as well as to a number of 
inconvenient fiscal practices. The practice of subsidiz- 
ing public entities by allocating to them a fixed per- 
centage of total government expenditures means serious 
inflexibility in budgeting. 

During the first half of 1960, ordinary revenues 
were 1 per cent higher than in the corresponding 
period of 1959 while ordinary expenditures were 0.5 
per cent below; the unadjusted fiscal deficit was thus 
reduced to 10.0 million colones, from 12.5 million 
colones in the first six months of 1959. 


Costa Rica incurred a: balance of payments deficit 
of $5 million in 1959, compared with a surplus of $8 
million in 1958, and during 1959 the Central Bank’s 
international reserves were reduced from $19 million 
to $13 million. Imports increased slightly in 1959, 
while export income declined because of reduced ship- 
ments of coffee and bananas. During the first half of 
1960 the Central Bank’s reserves increased less than 
seasonally; in June 1960 they stood at $14.6 million, 
against $24.3 million in June 1959. 


The commercial banks expanded credit to the pri- 
vate sector by 92 million colones, or 19 per cent, in 
1959. Agriculture, including cattle raising, accounted 
for 61 million colones of the increase, industry 15 mil- 
lion colones, personal loans 5 million colones, and real 
estate 4 million colones. The increase in credit was 
made possible to a large extent by the use of central 
bank rediscounts, which rose by about 45 million 
colones, and by an increase in deposit liabilities. The 
money supply expanded by about 28 million colones, 
or 7 per cent, and net international reserves fell by 28 
million colones. During the first half of 1960, net 
foreign reserves declined by a further 16 million colon- 
es and the money supply contracted by 17 million 
colones. Domestic credit expanded by less than 3 
million colones. 


The budget presented for 1961 to the Legislative 
Assembly by Costa Rica’s Minister of Economy and 
Finance, Mr. Jorge Borbon Castro, amounts to 375.4 
million colones. This compares with a revised budget 
of 373 million colones for 1960 and actual total rev- 
enues and expenditures of 357 million colones in 1959. 
For 1961 ordinary revenues are estimated at 342.4 
million colones, an increase of 6.7 million colones from 
the 1960 budget and of 21.8 million colones from 
actual revenues in 1959. Extraordinary revenues are 
estimated at 33.0 million colones, against 37.3 million 
colones in 1960 and 36.9 million colones in 1959. 
Profit taxes from the United Fruit Company are placed 


at 7.5 million colones, compared with an estimated 15 
million colones in 1960 and actual receipts of 3.9 mil- 
lion colones in 1959. The Minister announced that he 
would seek authorization from the Legislative Assembly 
to issue government bonds up to a total of 25 million 
colones in order to balance the extraordinary budget. 


Sources: Banco Central de Costa Rica, Décima Me- 
moria Anual, Afio 1959 and Boletin Esta- 
distico Mensual, June 1960, and Diario de 
Costa Rica, September 2, 1960, San José, 
Costa Rica. 


Brazil's Balance of Payments 


According to provisional data issued by the Super- 
intendency of Money and Credit, Brazil’s balance of 
payments deficit in 1959 amounted to US$154 million, 
compared with deficits of US$253 million in 1958 and 
US$180 million in 1957. The over-all deficit in 1959 
was financed by a reduction of US$26 million in 
Brazil’s assets abroad and an increase of US$150 
million in its overseas commitments, after repayment 
of US$21 million to the International Monetary Fund 
and an increase of US$1 million in reserves of mone- 
tary gold. 


In the first four months of 1960, the Brazilian pay- 
ments deficit, as indicated by effective exchange opera- 
tions in both the official and free exchange markets, 
amounted to US$112 million, compared with a deficit 
in the same period of 1959 of US$66 million. When 
swap and other autonomous exchange operations are 
taken into account, the deficit in the period January- 
April this year is reduced to US$76 million, compared 
with one of only US$4 million in the same period of 
last year. Large exports of coffee in July, which reached 
an all-time monthly high, and the beginning of ship- 
ments of sugar to the United States are expected to 
more than compensate for the market difficulties 
created for certain exports by the relative stability of 
the cruzeiro. 

Eleven Brazilian firms have presented proposals for 
the production of soluble coffee under a resolution of 
the Brazilian Coffee Institute, which offers to sell from 
its stocks at the prices ruling in the market one million 
bags of coffee a year, and to guarantee to buy during 
the first year 80 per cent of the instant coffee produc- 
tion, the amount thus guaranteed being diminished by 
20 per cent in each of the four succeeding years. 


Sources: Superintendéncia da Moeda e do Crédito, 
Boletim, Rio de Janeiro, Brazil, April 1960; 
Bank of London & South America Limited, 
Fortnightly Review, London, England, Au- 
gust 13, 1960; Brazilian Government Trade 
Bureau, Brazilian Bulletin, New York, N. Y., 
September |, 1960. 
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Financing of Social Insurance in Brazil 

In order to re-establish its position with the social 
insurance institutions, to which the Brazilian Govern- 
ment owes substantial sums, it is intended to transfer 
to these institutions 51 per cent of the shares of the 
largest or most profitable government enterprises in 
Brazil, including Petrobras, the oil monopoly, Cia. 
Siderurgica Nacional, the Volta Redonda enterprise, 
and the Cia. Vale do Rio Doce, which operates the 
large iron ore deposits in Minas Gerais. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

August 13, 1960. 


Other Countries 


Australian Wool Prices 

Following some weakness in the Australian wool 
market in June and July, wool prices dropped by some 
10 per cent below the closing July levels when the 
main selling program opened in August. The main 
inguiry came from Western European interests, with 
limited support from U.K. and Australian mills. Japa- 
nese buyers operated sparingly but were more active 
later on, while bidding by Eastern European countries 
and the U.S.S.R. was moderate. 
Source: National Bank of Australasia, Wool Letter, 

Melbourne, Australia, August 27, 1960. 


Australia-U.K. Trade 

The latest issue of the U.K. Bulletin for Industry 
points out that total imports into Australia in the 
period January-July 1960 were 25 per cent larger than 
in the same period of 1959, as a result of various 
liberalization measures undertaken in Australia; ex- 
ports from the United Kingdom to Australia were, 
however, only 18 per cent greater. The United King- 
dom is still Australia’s largest supplier, but its share 
of the total Australian import market has fallen from 
45 per cent in 1954-55 to 36 per cent in 1959-60. 
The import performance of various U.K. goods has 
varied, but, the Bulletin adds, “in every case imports 
from the United Kingdom have grown less or dropped 
more than total imports into Australia.” Several fac- 
tors have accounted for this process. Many U.K. com- 
panies are manufacturing in Australia and supplying 
goods which previously were imported from the United 
Kingdom. Some reduction of preferential treatment 
for U.K. imports into Australia has also been an 
important influence. 
Source: The Financial Times, London, England, Sep- 

tember 9, 1960. 


New Zealand Bank Reserve Ratio 

The demand liability reserve ratio of New Zealand 
trading banks, which was raised to the record level 
of 35 per cent on July 7 (see this News Survey, Vol. 
XIl, pp. 475-76) was increased further to 38 per 


cent as from August 15, 1960. The reserve require- 

ment against time liabilities remained unchanged at 

10 per cent (since April 28, 1958). 

This change in the reserve ratio means a continuance 
of the Reserve Bank’s policy of mopping up the banks’ 
surplus cash with the object of keeping bank ad- 
vances relatively low. The banks’ cash, close to a 
seasonal peak in August, has been increased in recent 
months by government expenditure, which by far has 
outstripped government receipts. In April-June 1960, 
the first three months of the current fiscal year, the 
Government's current payments under the consolidated 
and social security funds, at £NZ 74.5 million, ex- 
ceeded current receipts by £NZ 14.2 million. A year 
earlier, corresponding expenditure totaled £NZ 61.0 
million, or £NZ 5.2 million more than revenue. 

Sources: The Financial Times, London, England, Au- 
gust 16, 1960; Reserve Bank of New Zea- 
land, New Zealand News Review, Wellington, 
New Zealand, August 26, 1960. 


New Zealand Travel Allowance 

It has been announced that the Reserve Bank of 
New Zealand will increase the allowance for non- 
business travel from £NZ 750 a year to £NZ 1,250 
for those travelers who have not received any allow- 
ance in the last three years. For other cases, the 
limit remains at £NZ 750. 
Source: Reserve Bank of New Zealand, Bulletin, 

Wellington, New Zealand, August 1960. 


Decimal Coinage in South Africa 


The chairman of the Decimalization Board has ap- 
pealed to the public in South Africa to cut down on 
signing checks between Saturday, February 4, and 
Tuesday, February 14, next year, the date from which 
all checks will have to be drawn in rands and cents. 
This appeal applies particularly to checks to be sent 
to other centers, which will go into the country clear- 
ing system and take some time to complete the circuit. 
Source: The Star, Johannesburg, South Africa, July 18, 

1960. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
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The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 








